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agencies that opt to mail food instruments 
and cash-value vouchers must establish and 
implement a system that ensures the return 
of food instruments and cash-value vouchers 
to the State or local agency if a participant 
no longer resides or receives mail at the ad-
dress to which the food instruments and 
cash-value vouchers were mailed; and 

(5) Maximum issuance of food instruments 
and cash-value voucher. Ensure that no more 
than a three-month supply of food instru-
ments and cash-value vouchers or a one- 
month supply of authorized supplemental 
foods is issued at any one time to any partic-
ipant, parent or caretaker of an infant or 
child participant, or proxy. 

(s) Payment to vendors, farmers and home 
food delivery contractors. The State agency 
must ensure that vendors, farmers and home 
food delivery contractors are paid promptly. 
Payment must be made within 60 days after 
valid food instruments or cash-value vouch-
ers are submitted for redemption. Actual 
payment to vendors, farmers and home food 
delivery contractors may be made by local 
agencies. 

* * * * * 

(v) Farmers. The State agency may author-
ize farmers at farmers markets (or roadside 
stands) to accept the cash-value voucher for 
eligible fruits and vegetables. The State 
agency must enter into written agreements 
with all authorized farmers. The agreement 
must be signed by a representative who has 
legal authority to obligate the farmer and a 
representative of the State agency. The 
agreement must be for a period not to exceed 
three years. Only farmers authorized by the 
State agency may redeem the fruit and vege-
table cash-value voucher. The State agency 
must require farmers to reapply at the expi-
ration of their agreements and must provide 
farmers with not less than 15 days advance 
written notice of the expiration of the agree-
ment. 

(1) The agreement must include the fol-
lowing provisions, although the State agency 
may determine the exact wording. The farm-
er must: 

(i) Assure that the cash-value voucher is 
redeemed only for eligible fruits and vegeta-
bles as defined by the State agency; 

(ii) Provide eligible fruits and vegetables 
at the current price or less than the current 
price charged to other customers; 

(iii) Accept the cash-value voucher within 
the dates of their validity and submit such 
vouchers for payment within the allowable 
time period established by the State agency; 

(iv) Redeem the cash-value voucher in ac-
cordance with a procedure established by the 
State agency, 

(v) Accept training on cash-value voucher 
procedures and provide training to any em-

ployees with cash-value voucher responsibil-
ities on such procedures; 

(vi) Agree to be monitored for compliance 
with program requirements, including both 
overt and covert monitoring; 

(vii) Be accountable for actions of employ-
ees in the provision of authorized foods and 
related activities; 

(viii) Pay the State agency for any cash- 
value vouchers transacted in violation of 
this agreement; 

(ix) Offer WIC participants, parent or care-
takers of child participants or proxies the 
same courtesies as other customers; 

(x) Comply with the nondiscrimination 
provisions of USDA regulations as provided 
in § 248.7; and 

(xi) Notify the State agency if any farmers’ 
market ceases operation prior to the end of 
the authorization period. 

(2) The farmer must not: 
(i) Collect sales tax on cash-value voucher 

purchases; 
(ii) Seek restitution from WIC partici-

pants, parent or caretakers of child partici-
pants or proxies for cash-value vouchers not 
paid or partially paid by the State agency; 

(iii) Issue cash change for purchases that 
are in an amount less than the value of the 
cash-value voucher; 

(3) Neither the State agency nor the farm-
er has an obligation to renew the agreement. 
Either the State agency or the farmer may 
terminate the agreement for cause after pro-
viding advance written notification. 

(4) The State agency may deny payment to 
the farmer for improperly redeemed cash- 
value vouchers and may demand refunds for 
payments already made on improperly re-
deemed vouchers. 

(5) The State agency may disqualify a 
farmer for WIC Program abuse. The farmer 
has the right to appeal a denial of an appli-
cation to participate, a disqualification, or a 
program sanction by the State agency. Expi-
ration of an agreement with a farmer and 
claims actions under § 246.23, are not appeal-
able. 

(6) A farmer which commits fraud or en-
gages in other illegal activity is liable to 
prosecution under applicable Federal, State 
or local laws. 

§ 246.13 Financial management system. 
(a) Disclosure of expenditures. The 

State agency shall maintain a finan-
cial management system which pro-
vides accurate, current and complete 
disclosure of the financial status of the 
Program. This shall include an ac-
counting for all property and other as-
sets and all Program funds received 
and expended each fiscal year. 

(b) Internal control. The State agency 
shall maintain effective control over 
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and accountability for all Program 
grants and funds. The State agency 
must have effective internal controls 
to ensure that expenditures financed 
with Program funds are authorized and 
properly chargeable to the Program. 

(c) Record of expenditures. The State 
agency shall maintain records which 
adequately identify the source and use 
of funds expended for Program activi-
ties. These records shall contain, but 
are not limited to, information per-
taining to authorization, receipt of 
funds, obligations, unobligated bal-
ances, assets, liabilities, outlays, and 
income. 

(d) Payment of costs. The State shall 
implement procedures which ensure 
prompt and accurate payment of allow-
able costs, and ensure the allowability 
and allocability of costs in accordance 
with the cost principles and standard 
provisions of this part, 7 CFR part 3016, 
and FNS guidelines and instructions. 

(e) Identification of obligated funds. 
The State agency shall implement pro-
cedures which accurately identify obli-
gated Program funds at the time the 
obligations are made. 

(f) Resolution of audit findings. The 
State agency shall implement proce-
dures which ensure timely and appro-
priate resolution of claims and other 
matters resulting from audit findings 
and recommendations. 

(g) Use of minority- and women-owned 
banks. Consistent with the national 
goals of expanding opportunities for 
minority business enterprises, State 
and local agencies are encouraged to 
use minority- and women-owned banks. 

(h) Adjustment of expenditures. The 
State agency must adjust projected ex-
penditures to account for redeemed 
food instruments and for other changes 
as appropriate. 

(i) Transfer of cash. The State agency 
shall have controls to minimize the 
time elapsing between receipt of Fed-
eral funds from the U.S. Department of 
Treasury and the disbursements of 
these funds for Program costs. In the 
Letter of Credit system, the State 
agency shall make drawdowns from the 
U.S. Department of Treasury’s Re-
gional Disbursing Office as close as 
possible to the actual date that dis-
bursement of funds is made. Advances 
made by the State agency to local 

agencies shall also conform to these 
same standards. 

(j) Local agency financial management. 
The State agency shall ensure that all 
local agencies develop and implement a 
financial management system con-
sistent with requirements prescribed 
by FNS and the State agency pursuant 
to the requirements of this section. 

[50 FR 6121, Feb. 13, 1985; 50 FR 8098, Feb. 28, 
1985, as amended at 65 FR 83286, Dec. 29, 2000] 

§ 246.14 Program costs. 
(a) General. (1) The two kinds of al-

lowable costs under the Program are 
‘‘food costs’’ and ‘‘nutrition services 
and administration costs.’’ In general, 
costs necessary to the fulfillment of 
Program objectives are to be consid-
ered allowable costs. The two types of 
nutrition services and administration 
costs are: 

(i) Direct costs. Those direct costs 
that are allowable under 7 CFR part 
3016. 

(ii) Indirect costs. Those indirect 
costs that are allowable under 7 CFR 
part 3016. When computing indirect 
costs, food costs may not be used in the 
base to which the indirect cost rate is 
applied. In accordance with the provi-
sions of 7 CFR part 3016, a claim for in-
direct costs shall be supported by an 
approved allocation plan for the deter-
mination of allowable indirect costs. 

(2) Program funds may not be used to 
pay for retroactive benefits. Except as 
provided in paragraph (e) of this sec-
tion and §§ 246.16(g) and 246.16(h) of this 
part, funds allocated by FNS for food 
purchases may not be used to pay nu-
trition services and administration 
costs. However, nutrition services and 
administration funds may be used to 
pay for food costs. 

(b) What costs may I charge to the food 
grant? (1) The State agency may use 
food funds for costs of: 

(i) Acquiring supplemental foods pro-
vided to State or local agencies or par-
ticipants, whichever receives the sup-
plemental food first; 

(ii) Warehousing supplemental foods; 
and 

(iii) Purchasing and renting breast 
pumps. 

(2) For costs to be allowable, the 
State agency must ensure that food 
costs do not exceed the customary 
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